Introduction
Foreign direct investment (FDI) inflows in 2011 increased in all major economic groups, developed, developing and transition economies (UNCTAD, 2012) . Developing countries accounted for 45 per cent of global FDI inflows in 2011, of which East and South-East Asia accounted for almost half. Inflows to the transition economies of south-east Europe, the Commonwealth of Independent States (CIS) and Georgia accounted for 6 per cent. In fact, the overall increase was driven by East, South-East Asia and Latin America. In 2011 FDI outflows to developed countries also grew strongly, reaching $748 billion, up 21 per cent from 2010. FDI flows to Europe increased by 19 per cent, mainly owing to large cross-border mergers and acquisitions (M&As) by foreign multinational corporations (MNCs).
There is a vast literature on the relationship between FDI and economic performance and a quite substantial number of empirical studies on European countries, both for the old and new member states (Meyer and Sinani, 2009; Havrenek and Irsova, 2010, 2011) . Some theoretical models on FDI effects 1 predict the existence of a favourable impact, direct or indirect, on the host country: in the former case MNCs bring new capital to the economy and therefore enhance the increase of inputs in the production function; in the latter FDI might produce positive externalities towards domestic firms, by enhancing their productivity and ultimately economic growth. This chapter will focus on the indirect impact, by recognizing the importance of the wider effect of FDI on domestic companies' performance. In fact, in recent years pol icymakers in many countries have decided to liberalize their policies in order to attract investments from foreign MNCs and therefore to stimulate growth on a wider scale, that is, for foreign as well as domestic owned companies. As a consequence of this renewed interest towards FDI by scholars, policymakers, practitioners and businessmen, there seems to have been a strong effort by governments to lower entry barriers and to offer incentive schemes (tax breaks, subsidies, co-investments and so on) in order to attract FDI. In other words, governments increasingly recognize the importance of cultivating FDI because they have witnessed how knowledge brought by foreign investors could spillover to indigenous firms, upgrade their technological capabilities, bolster skills in the local workforce and consequently increase the overall competitiveness of their economies (World Bank Group, 2010). As a result, new regulatory and industry-targeted measures have been introduced (UNCTAD, 2012) .
Despite the theoretical rationale for these positive FDI spillovers 2 on host country productivity and economic growth, empirical analyses have provided inconclusive or at least inconsistent evidence on the growth or productivity enhancing effect of FDI. In other words different studies show different relationships (positive, negative or not significant). This is explicit evidence that the impact is ambiguous. From a policy perspective, the lack of robust empirical evidence is particularly delicate and it is probably due to the relevant differences among studies in datasets, sample sizes, models specification and so on.
This chapter provides a survey for evaluating and combining the empirical results from a group of studies on the Enlarged Europe and tries to measure the strength of the FDI-performance relationship. There is a vast literature on the economic impacts of FDI in the EU at the firm, industry and country level. Given the considerable amount of empirical studies dealing with this subject matter, we will limit our review as follows. On the one hand, we focus on the indirect impact of FDI on host countries and therefore we do not consider all other possible direct impacts on the host country's productivity and growth, that is, the direct accumulation of more capital in the receiving countries. On the other hand, we take into account studies based on firm-level data only: while rapid growth and high ratios of inward FDI to GDP tend to be witnessed together, causality mechanisms are not easily discernible through aggregate analysis because FDI is often associated with other growth-promoting factors, for example, the ratio of investment to GDP and the degree of openness of the economy, among other determinants.
3 Finally we focus on the EU, given the recent surge in FDI, and the political and economic resources devoted by
